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Agenda Item Summary 

 

MEETING DATE:  September 30, 2003 AGENDA ITEM NO.:  6 
 
CONSENT:   REGULAR:  X  CLOSED SESSION:   
 (Confidential) 
ACTION:  X INFORMATION:  
 
ITEM TITLE: Refinancing Combined Sewer Overflow (CSO) Program Virginia Revolving Loan Fund 
(VRLF) Loans 

 
RECOMMENDATION:  Formally request the State Water Control Board (SWCB) to refinance existing and 
future VRLF loans from 20 year to 30 year repayment terms.  
 
SUMMARY:  Staff has held discussions with representatives from the Department of Environmental Quality 
(DEQ) about the long term health of the CSO Program and the financial position of the City’s Sewer Operating 
Fund.  DEQ developed an idea to refinance the City’s existing CSO Virginia Revolving Loan Fund (VRLF) 
loans and to provide future loans with a 30 year amortization rather than the current 20 year repayment term.  
A financial analysis was performed by PJ Sun Financial Consulting, the City’s utility rate consultant, to assess 
the impact upon the CSO program and the financial position of the Sewer Operating Fund if the City was able 
to utilize a 30 year amortization on existing and future VRLF debt.  The results of the financial analysis 
indicated that, with a projected sewer rate increase of 3 percent per year, additional debt capacity of $26 
million over six years would be created to fund more CSO projects.  With the additional debt capacity, the City 
could potentially close an additional four overflow points and separate an additional 8.5 million square feet of 
combined area.  Further, it is projected that with the refinancing, the two key Sewer Fund financial ratios, debt 
coverage and fund balance, would be at more manageable levels and the Sewer Fund would be better able to 
sustain unforeseen changes in revenues and expenditures between annual rate changes.  
 
There have been substantial discussions with DEQ about its support of this refinancing plan.  One point of 
disagreement has been DEQ staff requests that the City “modify” the CSO Special Order provision of using 9 
hcf (hundred cubic feet) of average daily flow in each residence to calculate the required parameter that “sewer 
rates are to be equal or exceed 1.25% of median household income”.  DEQ staff has requested that the City 
use 7 hcf in the calculation.  This requirement, if accepted, would require sewer rate increases of at least 4% 
per year over the next five years for the City to meet the 1.25% parameter.  DEQ feels that 7 hcf is a more 
realistic average daily residential use figure.  City staff prefers not to modify the special order but understands 
the substantial benefit to be gained from the refinancing.  Discussions on this matter will continue. 
 
PRIOR ACTION(S):  July 1, 2003 – Finance Committee discussion 
 
FISCAL IMPACT:  If refinancing is approved, a substantial increase in Sewer Capital Projects Plan borrowing 
and new appropriations will be required for FY 2004-2009.  If the SWCB approves the plan during its meeting 
in December 2003, City staff would submit a revised Sewer CIP request for approval and appropriation in early 
2004.  All project costs have been projected from the Sewer Fund with no additional impact to the City General 
Fund. 
 
CONTACT(S):   Greg Poff, CSO Program Manager, 847-1322, ext. 111 
   Bruce McNabb, Director of Public Works, 847-1362, ext. 268 
   Michael W Hill, Director of Financial Services, 847-1595 ext. 293 
 
ATTACHMENT(S): PJ Sun Financial Report, Maps of additional CSO project areas 
 
 
REVIEWED BY:  lkp 
 
 



 
 
Resolution:  

 
BE IT RESOLVED That the City Manager, L. Kimball Payne, III, is authorized to request, from the Virginia 
State Water Control Board and the Department of Environmental Quality, refinancing of existing and future 
debt on CSO Virginia Revolving Loan Fund (VRLF) loans from a 20 year amortization to a 30 year 
amortization. 
 
Adopted: 
 
Certified: ______________________ 

   Clerk of Council 
 

164L 
 














